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ETHIOPIA: KEY ECONOMIC INDICATORS 


(Money values in millions of dollars except where noted.) 


Ethiopian Percent 
Fiscal Year:* (EFY) 1982 1983 1984 Change 


Income, Production 


GDP at Current Market 
Prices 4,405.2 7O5142 
GDP at Constant Prices 
(Base: EFY 1981) 4,335.8 4,060.1 
GNP at Current Market 
Prices 4,431.3 4,863.(1) 
Per Capita GNP, Current 
Prices Lid TIS ei) 
Population 39,745 42,019 
Agricultural Sector 2,248.2 1,855 
Manufacturing 289 siz €1) 
Gross Fixed 
Investment 484.0 620.1 
Electric Power Production 
(millions, kilowatts) 524 NA 


Price Indices 100=1963 


Retail for Addis Ababa 
Food 


Money and Banking 


Exchange Rate Birr/$ 

Money Supply (Currency and 
Demand Deposits) 

External Public Debt 

Debt Service 

Net External Assets 

Reserves (minus gold) 


GOVERNMENT 


Government Revenue 
Government Expenditure 
Deficit 


Trade and Balance of Payments 


Balance of Payments 

Current Account -287.6 -327.0 -386.5 
Balance of Trade -394.8 -464.9 -514.9 
Exports FOB 403.6 402.6 402.8 

to United States 110 94 89 
Imports CIF 798 874.5 917.8 

from United States 43 42 174 
Coffee Exports (Quantity) 84 93 97.4 
Coffee Exports Value 247.1 251 244.8 (1) 
Petroleum Imports 188 168.9 NA 


Sool hepa al cece ieee aa i in iia el 
(1) Estimate 


SOURCES: National Bank of Ethiopia, IMF, U.S. Customs and US Embassy 
estimates 





SUMMARY 


Ethiopia is perhaps the poorest country in the world. Over the 
last year its economy has been devastated by continued drought 
and fighting. Following a decade of slow growth there was a 
real decline in gross domestic product (GDP) during Ethiopian 
fiscal year (July 8 - July 7) 1984. Drought, massive 
population movements, lack of agricultural inputs and 
transportation led to an 8.7 percent fall in agricultural 
Output. Growth in the industrial sector was also below 
average, and far below the targeted 12 percent. Severe 
exchange restrictions prevented importation of essential 
industrial goods. Construction enjoyed a short boom when 
credit was made available for new residential homes for the 
first time in ten years and preparations for the Tenth 
Anniversary of the Revolution included major building projects 
and a general sprucing-up ot the city. 


Continued warfare in the northern provinces of Ethiopia and 
tensions along the Somali border involve large military 
expenditures. The relief requirements imposed by the drought 
in addition to the high level of military spending have 
consumed virtually all of Ethiopia's surplus. Massive infusion 
of emergency external assistance are required to prevent 
widespread starvation. 


The balance of trade continued to deteriorate in fiscal year 
1984, as exports increased by only 0.4 percent while imports 
grew by 4.9 percent. Coffee, the source of over 60 percent of 
Ethiopia's export earnings fell short of the Provisional 
Military Government of Socialist Ethiopia's (PMGSE) export goal 
of 100,000 MT, reaching 97,400 MT worth approximately $245 
million. Other major exports include hides and skins, pulses, 
cotton, oilseeds, chat and live animals. Major imports in 1984 
were crude oil, aircraft and motor vehicles. 


The current account deficit also worsened, though an increase 
in grants from other countries mitigated the effects of the 
trade imbalance and a decline in net service income. The 
capital account improved due to an increase in loans despite a 
large hike in scheduled interest repayments. About half of 
Ethiopian debt is owed to multilateral institutions with the 
World Bank in the lead position. Bilateral loans are also 
important. The bulk of the debt is mediui or Long term with 
concessional terms. 


The current account deficit was financed by a combination of 
external borrowing and drawing down on reserves. As a result 
at the end of fiscal year 1984 net foreign asset declined from 
$79 million in June 1983 to $38.6 million. During the course 
of the year net foreign assets became negative at various times. 
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External indebtedness also increased. The debt service ratio 
increased from 7 percent in 1981 to 11 percent in 1983 and to 
16 percent in 1984. While this level is not unusual for LDC's 
and especially not large for one of the least developed 
countries in the world, they are very high for Ethiopia and the 
consistent increase signals the need for watching carefully the 
evolution of external debt. Inflation has also increased 
reaching an estimated 18 percent in 1984. 


Prospects for the near term are bleak. It is already clear 
that fiscal year 1985 (ending July 7, 1985) will show a further 
decline in real GDP as the effects of the drought continue. 
Agricultural production suffered an estimated 30 percent 
decline during the period. Despite higher world coffee prices 
and a higher ICO quota, Ethiopia will export less coffee in EFY 
1985 than 1984 because of internal shortages in transport and 
labor. Manufacturing may show little or no growth because 
import permits for many essential materials are not being 
granted in an effort to conserve very limited foreign 

exchange. Certain factories have had to shut down production 
for varying periods due to lack of raw material or spare 

parts. A goverment austerity program designed to channel 
resources from all sectors directly to drought relief is 
underway. Available domestic funds for necessary capital 
investinent are not adequate to finance growth. Continued 
infusion of large amounts of emergency and development 
assistance are required to halt the continued decline of the 
economy. 


CURRENT SITUATION 


Two consecutive crop failures throughout a substantial portion 
of Ethiopia are the main cause of the famine which threatens 
over 7 million of Ethiopia's 42 million people. In response to 
this crisis the international community has contributed over 
$994 million in food, transportation, medical supplies and 
administrative assistance, 


In the beginning of February the Ethiopian Government announced 
and implemented austerity measures designed to mobilize 
domestic resources for drought relief. The measures include a 
ban on all non-essential imports, including textiles and 
private cars and suspension of any new private construction. 
Strict gasoline rationing and improved management of the 
government's fleet through pooling of vehicles and maintenance 
facilities and restriction of private use were ordered. A 
mandatory contribution of one month's gross salary, one percent 
of gross sales for limited corporations or two percent of gross 
sales for individual businessman must be paid. The proposed 
ten year development plan has been suspended and an emergency 
Drought Relief Plan was drafted. 
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As part of the Drought Relief Plan, a massive relocation effort 
has been undertaken, designed to move 300,000 families from the 
chronically drought stricken north to more fertile regions. 
Although no figures are available as to how much the government 
has spent on this effort, it is clear that the resettlement and 
rehabilitation program is one of the top priorities of the 
PMGSE. Resources, including people, equipment and funds, have 
been diverted from the normal Ministry budgets and applied to 
the resettlement effort on an urgent basis. The result has 
been a disruption of normal functions in such ministries as 
agriculture, construction, and water resources. 


GOVERNMENT POLICIES 


The Ethiopian Government has continued its efforts to create a 
socialist state. The Government has already nationalized 
public utilities, banking, financial institutions, and 
large-scale industry. Over 90 percent of major industrial 
output comes from the public sector. This includes textiles, 
cement, oil refining, food processing, shoes, tobacco, and 
chemicals. A policy of collectivization of agricultural land 
is peing pursued. At present approximately 5 percent of the 
country's farms have been collectivized with a goal of 50 
percent by 1990. During the past year the PMGSE has 
nationalized or indicated its intention to put under state 
management the bakeries, and the importation and distribution 
of automobiles and spare parts. In fiscal year 1985 the 
Government's Agricultural Marketing Corporation will handle 
approximately 40 percent of all grain sales which represents 
approximately 15 to 20 percent of national grain production. 
The Coffee Export Marketing Corporation controls over 70 
percent of the total registered coffee sales. Tne majority of 
other export commodities -- hides and skins, oilseed and pulses 
-- are also under government control. Efforts to develop a 
government controlled export-oriented fruit and vegetable 
industry are underway. 


DEVELOPMENT S'TRATEGY 


The stated objectives of the PMGSE's development strategy call 
for an increase in overall productive capacity by enhanced 
growth of productive forces and the improvement of the quality 
of life through a socialist system. The agricultural sector is 
regarded as the key to economic growth. Agriculture 
traditionaliy contributes about 45 percent of GDP, though in 
1984 this fell to 38 percent. Approximately 85 percent of the 
country's population derives its living from this sector. The 
extreme variability of climate and soils present Ethiopia with 
an extraordinary range of potential agricultural products. But 
production methods have remained virtually unchanged over the 
centuries. The PMGSE hopes to reorganize this key sector by 
modernizing farming technology, changing land tenure patterns 





towards collectivized or state farms, increasing the area under 
cultivation and irrigation, and improving or introducing crops 
which can increase Ethiopia's foreign exchange earnings. 


Coffee is Ethiopia's major foreign exchange earner accounting 
for almost two-thirds of its export receipts. Projects 
designed to improve the disease resistance of the plants, 
increase yield and expand the percentage of washed coffee 
exports are already underway with the support of the EC. 
Ethiopia's livestock herd is the largest in Africa. The 
PMGSE's strategy is to improve and increase its meat and dairy 
production through the introduction of improved breeds, 
artificial insemination, expanded animal health service, and 
better pasture management. 


Improvements in communications, health services, education, and 
transportation are also high priority items. The government 
has made impressive gains in its fight against illiteracy. 
Literacy, with assistance from the UN group has improved from 7 
percent in 1974 to over 40 percent in 1984. Energy development 
has focused primarily on taking advantage of the abundant 
hydropower resources. Geothermal sources are being explored 
and tapped and natural gas in commercial quantities has been 
located in the Ogaden desert . Exploitation of the Ogaden gas 
presents formidable obstacles. The.expenses involved in the 
construction of a pipeline network are currently beyond the 
resources of the PMGSE, without substantial external funds. 

The Soviets are drilling under contract to the PMGSE. 


Domestic resources provide the majority of capital expenditures 
for agriculture research and services, state farms, industry, 
commerce and tourism, feeder roads, and social and community 
services. External funds pay for the majority of capital 
expenditure for forestry, coffee and tea development, mining 
and energy, water resources, transport, roads and bridges, 
communications, education and health. 


INVESTMENT 


In January, 1983, the PMGSE issued a joint venture 
proclamation. Tne proclamation stipulates a 51 percent 
government share in joint ventures between it and foreign 
investors. A section of the proclamation allows the government 
to nationalize the joint venture in the event that such is 
deemed to be in the national interest There has been minimal 
interest on the part of private investors to invest in Ethiopia 
under the terms of this proclamation. The unresolved 
compensation claims issue between the Ethiopian and the U.S. 
government and certain other foreign investors continues to 
cloud the foreign investment prospects for Ethiopia. By early 
1985, there had been no progress on settlement of U.S. citizen 
claims against the PMGSE, though claims of citizens of several 
other countries have been settled. Private Ethiopian-owned 
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business in the country operate knowing that the government 
reserves the right to nationalize businesses with no 
notification. Given the clear intention of the PMGSE to 
abolish the private sector, long term investment by individuals 
or companies has virtually ceased. 


PROSPECTS FOR U.S. BUSINESS 


The outlook for U.S. sales to Ethiopia is limited to a few 
sectors which have been designated as essential. In addition 
to foreign exchange restrictions the higher prices of U.S. 
goods, and the absence of a U.S. development assistance program 
put U.S. products at a disadvantage where price is the major 
consideration and tied aid is a common aspect of bilateral 
assistance. Major projects financed by the international 
development organizations present the best opportunities for 
U.S. goods and services. Best prospects for US exports are: 
agricultural machinery; fertilizers; airport, road, and port 
construction equipment; irrigation pumping machinery and 
systems; agricultural and industrial chemicals; spare parts and 
accessories for aircraft, and machinery; communications 
equipment; machinery for textile and bottling industries; water 
well drilling machinery; solar generators; computers; and 
management, consulting, computer, marketing research, and 
engineering services. Most of the trade opportunities in these 
areas are spinoffs from World Bank or African Development Bank 
loans to Ethiopia. 


The continuing emergency situation means large purchases of 
U.S. grain and other food commodities by the U.S. Government 
and other international relief organizations. Commercial 
purchases of grain are needed to meet the country's food 
requirements but the Ethiopian Government will negotiate for 
the most favorable terms possible. 


Ethiopian Airlines has an ongoing replacement program for its 
aircraft and in recent years has purchased three Boeing 727's, 
two 767's and six de Havilland Twin Otters. The airline is 
interested in expanding its cargo flight in the medium term. 





You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPORTING you need to succeed in overseas business. 3 
BLINDFOLDED? nsec 


investment conditions and opportunities. They'll bring 

you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 
information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 


twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 
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ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


Credit Card Orders Only 
Enclosed is $__.__ O check, , 
C money order, or charge to my Total charges $______ Fill in the boxes below. 


Deposit Account No. Credit 


err rr cadNo. LILI TTT T ITT TIT T itt 


Expiration Date 
Month/Year Rion td 


Enter my subscription to: (] Overseas Business Reports at $29 per year ($36.25 overseas) For Office Use Only 
0 Foreign Economic Trends at $66 ($82.50 overseas) Quantity Charges 


Order No. 


Company Name Enclosed 


To be mailed 
nets s Name—First. Last Subscriptions 
| 
Postage 
Foreign handling 


Street address 


City State ZIP Code 


Pane o are: 
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